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August 9, 2001

MEMORANDUM FOR COMMISSIONER ROSSOTTI
Wb, S

FROM: Pamela J. Gardiner
Deputy Inspector General for Audit

SUBJECT: Final Letter Report - Opportunities Exist to Improve the
Performance Indicators Used to Convey Toll-Free Telephone
Accuracy Accomplishments

This report presents the results of our review to determine whether the Internal
Revenue Service’s (IRS) quality performance indicators for toll-free telephone
assistance for tax law questions and account issues provide stakeholders with a clear
picture of the quality provided to taxpayers. In summary, we found that the two
measures the Internal Revenue Service (IRS) used to communicate its quality of
toll-free telephone calls did not provide a complete assessment of its achievements.
We also found that the IRS has recently begun an effort to identify and implement an
improved approach to quality.

We recommended that the Commissioner, Wage and Investment Division: (1) rename
the indicators used to report the accuracy of responses to taxpayers’ tax law questions
and account issues, (2) incorporate the results of the quality review of Spanish-speaking
and r-mail* calls into the measure of toll-free accuracy for assisted calls when reporting
to external stakeholders, (3) create an additional measure to satisfy the Government
Performance and Results Act of 19932 reporting requirements to convey the quality of
automated services, and (4) establish a long-term goal based on taxpayer needs and
expectations for each of its toll-free “quality” indicators.

! Questions answered by areturn telephone call or electronic mail.
2 Pub. L. No. 103-62, 107 Stat. 285 (codified as amended in scattered sections of 5 U.S.C., 31 U.S.C., and
39U.SC).



Management substantially agreed with the recommendations we presented. While
management chose not to fully implement our second recommendation at this time,
they have planned to implement a significant portion in the future.

Management’s comments have been incorporated into the report where appropriate,
and the full text of their comments is included as Appendix Ill. Copies of this report are
also being sent to the IRS managers who are affected by the report recommendations.
Please contact me at (202) 622-6510 if you have questions, or a member of your staff
may contact Susan Boehmer, Acting Assistant Inspector General for Audit (Wage and
Investment Income Programs) at (770) 936-4591.
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We evaluated whether the
quality performance
indicatorsfor the IRS toll-
free telephone assistance for
tax law questions and account
issues provide stakeholders
with a clear picture of the
quality of service provided to
taxpayers.

Objective and Scope

This review supports our Fiscal Year (FY) 2001
emphasis area focusing on customer service activities.
The overall objective of the audit was to determine
whether the Internal Revenue Service's (IRS) quality
performance indicators for toll-free telephone assistance
for tax law questions and account issues provide
stakeholders with a clear picture of the quality provided
to taxpayers. Our purpose in reviewing this areawas to
determine whether the indicators that the IRS uses to
communicate the quality of answers taxpayers receive
from toll-free telephone assistance provide an adequate
assessment of the quality of service.

To accomplish our objective, we reviewed toll-free
telephone quality information disseminated to
stakeholders, reviewed documentation of the IRS
strategic planning efforts, and interviewed IRS
management officials responsible for the quality reviews
of toll-free telephone calls. We did not review the
accuracy of the IRS' reported data nor did we review
any procedures that the IRS may have in place to verify
itsdata. Our work was limited to the toll-free telephone
quality performance indicators; there was a concurrent
Treasury Inspector General for Tax Administration audit
conducted on the toll-free telephone quantity
performance measures.

We performed audit work at the National Headquarters
for Wage and Investment, the Customer Account
Services Office in Atlanta, Georgia, the IRS officesin
New Carrollton, Maryland, and the Centralized Quality
Review System site in Philadel phia, Pennsylvania. Our
review was conducted from January to March 2001 and
was performed in accordance with Government Auditing
Sandards. Major contributors to this report are listed in
Appendix I. Appendix Il contains the Report
Distribution List.
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The GPRA requiresthe
establishment of strategic
plans, performance plans, and
performance reportsfor
Federal managersto usein
improving service and for the
Congress to use in making
funding decisions.

One of the most widely used
customer services available to
taxpayers seeking assistance
fromthe IRSisitstoll-free
telephone system.

Background

The Government Performance and Results Act of 1993
(GPRA)* requires federal agencies to establish standards
for measuring performance and improving program
effectiveness. The law requires executive agencies to
prepare multi-year strategic plans, annual performance
plans, and performance reports on prior year
accomplishments. Among other things, the strategic
plan should contain general goals and objectives with
the goals defined in a method that allows for a future
assessment to be made on whether they were achieved.
The GPRA performance results are intended to help
Federal managers improve service and help the
Congress evaluate an agency’ s budget requests and
make future appropriations.

The IRS has established three strategic goal's to support
its mission:

Service to Each Taxpayer.
Service to All Taxpayers.
Productivity Through a Quality Work Environment.

The IRS provides various ways for taxpayers to obtain
service. One of the most widely used by taxpayersis the
IRS' toll-free telephone assistance program. The IRS
has numerous toll-free telephone numbers for taxpayers
to use; however, there are three main toll-free numbers
for taxpayers with questions about their accounts or tax
law topics (1-800-829-1040, 1-800-829-8815, and
1-800-808-4262). These toll-free numbers provide both
“live assistance” and automated services. “Live
assistance” calls to these three toll-free numbers are the
basis for the IRS' toll-free quality indicators.

During FY 2000, the IRS reported that it received
amost 80 million cals to its 3 main toll-free numbers

'Pub. L. No. 103-62, 107 Stat. 285 (codified as amended in
scattered sections of 5U.S.C., 31 U.S.C., and 39 U.S.C.).
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The IRSwill report two
toll-free quality indicators
to the Congressin FY 2001.

The IRS has recognized the
need to improve customer
service quality.

The two indicators the IRS
used to convey toll-free
accuracy did not provide a
complete assessment of its
achievements.

and that its Customer Service Representatives (known as
“assistors’) answered 32.3 million of those calls.
Requested FY 2001 funding for the function that
includes the toll-free telephone systems represents
approximately $1 billion of the IRS $8.8 hillion total
budget.

To fulfill GPRA performance reporting requirements,
the IRS has selected many indicators to include in its
annual performance report to the Congress. Among
those indicators, two have been included to convey its
FY 2001 toll-free accuracy accomplishments—Toll-free
Tax Law Quality and Toll-free Account Quality. The
IRS reported a Toll-Free Tax Law Quality rate of

76.2 percent and a Toll-Free Account Quality rate of

60 percent for FY 2000.

Results

The IRS has stated in its Modernizing America's Tax
Agency publication and its Strategic Plan for

FY s 2000-2005, “Whenever the IRS deals with a
taxpayer, the taxpayer should receive first quality
service and treatment that is helpful based on the
particular situation and need.”

The IRS has recognized the need to improve customer
service quality, as well as the need to develop redlistic
and appropriate indicators of its performance. To that
end, the IRS has begun an effort with a consulting firm
to identify and implement an improved, “embedded”
approach to quality. The project isin the initial stages
of development. If the objectives of the initiative are
met, it should provide the IRS with avision to guide the
content, process, and organizational changes necessary
to improve performance.

Although the IRS has long been concerned with a
taxpayer’ s experience during telephone calls and has
pledged to provide “world class’ and “first quality”
service, the two indicators the IRS uses to gauge the
accuracy of responses taxpayers receive when calling
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The IRSdid not communicate
that only a portion of toll-free
service was included in its
assessment.

the IRS with tax law questions or account issues did not
provide a complete assessment of the agency’s actual
achievements.

Internal Revenue Service Quality Indicators
Implied More Than Was Actually Measured

The titles of the IRS toll-free quality indicators were not
descriptive enough to communicate that only a portion
of the toll-free telephone service was assessed. The IRS
also did not explain that its quality indicators did not
represent all aspects of its toll-free service when
reporting to outside stakeholders.

The indicators for toll-free quality did not include all
elements of the IRS' toll-free system, such asthe
questions answered by a return telephone call or
electronic mail (known as r-mail), calls from Spanish-
speaking taxpayers, and calls to the IRS automated
telephone systems.? The two indicators the IRS reported
included only the accuracy of responses from telephone
calls that were handled live by an IRS assistor. The IRS
did have separate internal indicators for the quality of
r-mail and Spanish-speaking calls. However, the IRS
did not have accuracy or quality indicators for its
automated systems.

As detailed in the following table, the methods of
telephone assistance missing from the indicators make

up asignificant portion of al toll-free telephone calls to
the IRS.

2 Taxpayers can usethe IRS' automated tel ephone system to get
information on tax topics and refunds and to resolve some account
i Ssues.
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Performance indicators
should assess relevant
outcomes, provide a basis for
comparison, be precise, and
clearly represent the
performance they are trying to
assess.

Types of Assistance Provided for FY 2000

Method of Assistance Quantity of Calls Percenta%e of
Answered Total
(in millions)

Assistor-answered calls 32.3 39.3

Questions answered by 9 11

return telephone calls or

electronic mail (r-mail)*

Spanish-speaking calls® N/A?
Tele Tax calls® 35.9 437
Automated answered calls 140 170
(other than Tele-Tax)
Total* 82.2

These calls are a sub-set of assistor-answered calls.

*The IRS did not conduct a national quality review of Spanish-speaking calls during
FY 2000.

*Tele-Tax (1-800-829-4477) provides taxpayers with pre-recorded tax law
information.

“Total includes callsto the 1-800-829-1040, 1-800-829-8815, 1-800-808-4262, and
1-800-829-4477 telephone numbers.

Source: The RS Weekly Customer Service Report as of September 30, 2000, and
the IRS Business Performance Review Report dated November 2000.

Current quality indicators measure only the accuracy of
the answer ataxpayer receives. The IRS has separate
indicators for the taxpayer’ s experience accessing the
toll-free system and for customer satisfaction.

According to the GPRA and the Office of Management
and Budget’'s (OMB) Circular No. A-11, which details
the preparation and submission of strategic plans and
performance reports, agencies should establish
performance indicators to be used in measuring or
assessing the relevant outputs, service levels, and
outcomes of each program activity and provide a basis
for comparing actual performance with the established
performance goals. The General Accounting Office
(GAO) provides further interpretation in its publication,
The Results Act:  An Evaluator’s Guide to Assessing
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Agency Annual Performance Plans,® by adding that
goals and measures should be precise and alow for the
assessment of performance. The GAO states that
indicators must clearly represent or be related to the
performance they are trying to assess.

Indicators that imply more than actual performance
jeopardize the IRS' ability to make sound management
decisions and the Congress’ ability to make accurate
budget decisions.

Recommendations

The Commissioner, Wage and Investment Division,
should consider the following recommendations during
IRS effort to identify and implement an improved
approach to quality:

1. Rename the indicators used to report the accuracy of
responses to taxpayers tax law questions and
account issues. The new name of the measure
should convey, to the extent possible, what is
included in the measure. For example, “Toll-Free
Tax Law Quality” could be renamed “Toll-Free Tax
Law Assistor Accuracy.”

Management’s Response:  The IRS responded, “We will
clarify our supporting documentation and data
dictionaries to more precisely reflect the specific
elements of activity we are measuring. This will further
ensure that readers understand we are measuring the
quality of live assistance.”

2. Incorporate the results of the quality review of
Spanish-speaking and r-mail calls into the measure
of toll-free accuracy for assisted calls when reporting
to external stakeholders.

Management’s Response: The IRS responded, “We will
continue our current practice of reporting these
indicators separately. In FY 2001, we established
enterprise-wide expanded Spanish-speaking service.

¥ GAO/GGD-10.1.20, April 1998.
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After we gain additional experience with this new
service and make the necessary adjustments to ensure
comparable data, we will combine the reporting of the
indicators as suggested.

We review calls that result in r-mail responses when
initially received. We include the results of this review
in our quality indicator for Toll-Free Tax Law Quality.
We conduct a quality review of r-mail responses
whether e-mail or answered by return call and report the
results under our quality indicator for r-mail. To include
them with our Toll-Free Quality would be inconsistent
with the purpose of the indicator, which is on-line “live”
phone assistance received on the three magjor Toll-Free
incoming lines with the exception of Spanish
assistance.”

3. Create an additional measure to satisfy GPRA
reporting requirements to convey the quality of
automated services. The name of the measure
should convey what the measure actually represents.
A method should also be developed to determine if
taxpayers received the information they wanted
through the automated system.

Management’s Response: The IRS responded, “We
have added the Toll-Free Automated Completion Rate to
our suite of measures for FY's 2002 and 2003. Thisrate
Is a calculation based on the customer completing a
specific application in our automated system. It will
capture customer experience in the automated system.
The Completion Rate, when combined with other
management information from our automated systems,
will be an indicator of the quality of the service being
provided. We will identify, define, and maintain these
measures separately and will not include them in any
measure designed to assess accuracy of answers
provided to taxpayers through “live’ assistance.”
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The lack of a long-term goal
hindersthe IRS ability to
assess changes geared toward
improvements, conduct
strategic planning, and make
funding decisions.

The Internal Revenue Service Needs To Set

Long-term Goals for the Quality of Toll-Free
Service

The IRS has not established long-term goals for
indicators related to the assessment of quality. Although
the IRS set interim yearly improvement goals through
FY 2003 of 3 percentage points increase per year for its
toll-free quality indicators, it has not established overall
goalsto strive toward.

Inthe IRS Strategic Plan for FY's 2000-2005, there are
no specific indicators listed nor any quantitative or
gualitative goals. Only the genera strategic goals and
objectives of “Service to Each Taxpayer,” “Service to
All Taxpayers,” and “Productivity Through a Quality
Work Environment” are highlighted in the strategic
plan. No specific information is discussed for assessing
achievement of the strategic goals.

When describing the term “general goals and objectives’
as used in the GPRA, OMB Circular No. A-11 states
that, “strategic plans set out long-term programmatic,
policy, and management goals...outlining planned
accomplishments...” and that “the goals(s) must be
defined in a manner that alows a future assessment to
be made on whether or not the goal was or is being
achieved.” The Circular also states that a strategic plan
must describe the relationship between general goasin
the strategic plan and the performance goals in the
annual performance plan. Performance goals that
represent milestones in achieving the general goals of
the strategic plan may be appropriate.

Because the IRS has not established long-term goals for
the indicators it uses to measure accuracy, it will not be
able to determine when it has achieved a reasonable
level or a stakeholder’ s expectation of accuracy.
Consequently, the IRS does not have adequate
information to use as a basis for long-term funding
reguests and training decisions. The Congress also does
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not have a sound basis for making assessments of
whether the IRS is making sufficient progressin
achieving its strategic goal of providing service to each
taxpayer.

Recommendation

The Commissioner, Wage and Investment Division,
should:

4. Establish along-term goal based on taxpayer needs
and expectations for each of its toll-free “quality”
indicators.

Management’s Response: The IRS responded, “Based
on testing in August 2001 of arevised quality measure
for Toll-Free designed by the Embedded Quality project,
along-term goal for “live assistance” quality will be
determined and added to the strategic plan in FY 2002.”

Conclusion

The IRS has recognized the need to improve customer
service quality and develop appropriate indicators of its
performance and has begun an effort to identify and
implement an improved approach to quality. Until that
study is completed and the IRS has devel oped
appropriate indicators, it will continue to report its
“quality” accomplishments with indicators that do not
provide an adequate assessment of the agency’s
achievements.
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Appendix |

Major Contributors to This Report

Walter E. Arrison, Assistant Inspector General for Audit (Wage and Investment Income
Programs)

M. Susan Boehmer, Director

Deann L. Baiza, Audit Manager

Gregory Dix, Senior Auditor

Doris J. Hynes, Senior Auditor

Bonnie G. Shanks, Auditor
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Appendix I

Report Distribution List

Commissioner, Wage and Investment Division W

Chief Counsel CC

National Taxpayer Advocate TA

Office of Management Controls N:CFO:F:M

Director, Accounts Management W:CAS.AM

Director, Customer Account Services W:CAS

Director, Office of Program Evauation and Risk Analysis N:ADC:R:O

Director, Strategy and Finance W:S

Director, Legidative Affairs CL:LA

Audit Liaisons:
Commissioner, Wage and Investment Division W
Director, Accounts Management W:CAS.AM
Director, Customer Account Services W:CAS

Page 11



Letter Report: Opportunities Exist to Improve the Performan_ce Indicators
Used to Convey Toll-Free Telephone Accuracy Accomplishments

Appendix Il
Management’s Response to the Draft Report
DEPARTMENT OF THE TREASURY ]
T TCANTA, oA Boaes CF RECEIVED
JUL 27 2001
WAGE AND INVESTMENT DIVISION July 26, 2001

MEMORANDUM FOR TREASURY INSPECTOR GENERAL FOR

AX DMINIS%\TI B
FROM: Joh . Dalrymple
C/ missioner, Wage and Igvestment Division
raft Letter Report — “Opportunities Exist to Improve the
Performance Indicators Used to Convey Toll-Free Telephone
Accuracy Accomplishments” (Audit No. 200140013)

SUBJECT:

I have reviewed your draft report and differ with your assessment that our reporting has
not accurately portrayed our performance. We have used the same reporting
standards for many years for numerous external stakeholders. We know through our
experience that the items we report represent those areas of highest interest to our
stakeholders. The primary area of interest for quality of telephone service has been the
accuracy of answers our Customer Service Representatives provide customers when
they respond to “live” questions. We have maintained this reporting standard
throughout the years in our reports to Congress, the General Accounting Office, and the
media. As we improved our quality measurement system, we coordinated reporting
changes with our impacted stakeholders to ensure understanding and maintain
consistent analytical data. The data we report is well documented.

| appreciate the positive comments concerning our Embedded Quality initiative. We
are aggressively developing this new approach to quality and expect substantial
improvement to our organizational approach, processes, and measurements.
Embedded Quality will be a way of doing business that builds commitment and
improves the ability of all individuals to improve customer service, emplayee
satisfaction, and business results.

We are also making a major change to the telephone program to increase our quality of
service. Through the Customer Contact Center Optimization Project, we are applying
the concepts of modernization by organizing the telephone operation based on
customer needs. This year we began the specialization with Small Business/Self-
Employed and Wage and Investment (W&I) tax law topics. Beginning in 2002, we will
increase our specialization incrementally each year to create six skill-based
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telephone cells of workload assigned to specific sites. We will consider your
recommendations and input as we develop these new approaches.

Our comments on the specific recommendations in your report are as follows:

RECOMMENDATION 1

Rename the indicators used to report the accuracy of responses to taxpayers’ tax law
questions and account issues. The new name of the measure should convey, to the
extent possible, what is included in the measure. For example, “Toll-Free Tax Law
Quality” could be renamed “Toll-Free Tax Law Assistor Accuracy.”

ASSESSMENT OF CAUSE

The indicators of toll-free quality did not include all elements of the IRS' toll-free system.
The indicators of Toll-Free Tax Law Quality and Toll-Free Account Quality reported only
the accuracy of responses from telephone calls handled live by an IRS assistor. Other
services provided as a result of a call are reviewed by IRS but are not included in the
indicators. The IRS has consistently used Toll-Free Tax Law Quality and Toll-Free

Account Quality as the primary measures for reporting assistor accuracy for over
15 years.

CORRECTIVE ACTION

We will clarify our supporting documentation and data dictionaries to more precisely
reflect the specific elements of activity we are measuring. This will further ensure that
readers understand we are measuring the quality of live assistance.

PROPOSED IMPLEMENTATION DATE
October 1, 2001

RESPONSIBLE MANAGEMENT OFFICIALS
Director, Customer Account Services, W&l

RECOMMENDATION 2

Incorporate the results of the quality review of Spanish-speaking and R-mail calls into
the measure of toll-free accuracy for the assisted calls when reporting to external
stakeholders.

ASSESSMENT OF CAUSE

The indicators of toll-free quality did not include all elements of the IRS' toll-free system.
“The indicators of Toll-Free Tax Law Quality and Toll-Free Account Quality reported only
the accuracy of responses from telephone calls handled live by an IRS assistor.
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CORRECTIVE ACTION

We will continue our current practice of reporting these indicators separately. In Fiscal
Year 2001, we established enterprise-wide expanded Spanish-speaking service.
Based on our experience, we have found that Spanish-speaking callers have difficuity
self-directing themselves to the proper service application. In addition, their calls often
involve more than one service. We adjusted our monitoring plan to compensate and
monitor Spanish service as an aggregate rather than the component service parts.
Calls being monitored, therefore, cover account issues, refunds, and tax law. We are
unable to accurately combine the results of this review process with our other
indicators. After we gain additional experience with this new service and make the
necessary adjustments to ensure comparable data, we will combine the reporting of the
indicators as suggested.

We review calls that resuit in R-mail responses when initially received. We include the
results of this review in our quality indicator for Toll-Free Tax Law Quality. We conduct
a quality review of R-mail responses whether £-mail or answered by return call and
report the results under our quality indicator for R-mail. To include them with our Toll-
Free Quality would be inconsistent with the purpose of the indicator, which is on-line
“live" phone assistance received on the three major Toll-Free incoming lines with the
exception of Spanish assistance, described above.

PROPOSED IMPLEMENTATION DATE
N/A

RESPONSIBLE MANAGEMENT OFFICIALS
Director, Customer Account Services, WA&I

RECOMMENDATION 3

Create an additional measure to satisfy GPRA reporting requirements to convey the
quality of automated services. The name of the measure should convey what the
measure actually represents. A method should also be developed to determine if
taxpayers receive the information they request through the automated system.

ASSESSMENT OF CAUSE
The IRS did not have accuracy or quality indicators for its automated systems.

CORRECTIVE ACTION

We have added the Toll-Free Automated Completion Rate to our suite of measures for
Fiscal Years 2002 and 2003. This rate is a calculation based on the customer
completing a specific application in our automated system. It will capture customer
experience in the automated system. The Completion Rate, when combined with other
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management information from our automated systems, will be an indicator of the quality
of the service being provided. We will identify, define, and maintain these measures
separately and will not include them in any measure designed to assess accuracy of
answers, provided to taxpayers through "live” assistance.

PROPOSED IMPLEMENTATION DATE
October 1, 2001

RESPONSIBLE MANAGEMENT OFFICIALS
Director, Customer Account Services, WE&I
Director, Joint Operations Center

RECOMMENDATION 4

Establish a long-term goal based on taxpayer needs and expectations for each of its
toll-free “quality” indicators.

ASSESSMENT OF CAUSE .

The IRS has not established long-term goals for indicators refated to the assessment
of quality. Although the IRS set interim yearly improvement goals through FY 2003 of
3 percentage points increase per year for its toll-free quality indicators, it has not
established overall goals to strive toward.

CORRECTIVE ACTION

Based on testing in August 2001 of a revised quality measure for Toll-Free designed by
the Embedded Quality project a long-term goal for “live assistance,” quality will be
determined and added to the strategic plan in Fiscal Year 2002.

PROPOSED IMPLEMENTATION DATE
October 1, 2001

RESPONSIBLE MANAGEMENT OFFICIALS
Director, Customer Account Services, W&l
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